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KEY ECONOMIC INDICATORS: JORDAN (1) 


2 1983 1984 198 % Change 
1984-1985 
National Income (in millions Of JD) —. 
GNP (Current Prices) 1675 1769 1844 1856 
GDP (Current Prices) 1323 1422 1490 1581 
Real GNP Growth (Percent) (2) S$. 0.4 1.0 -2.4 - 
Real GDP Growth (Percent) (2) $.7 2a 1.6 2.8 - 


Foreign Trade and Balance of Payments (in millions of USD) 
Imports 3045 3034 2785 2719 


Domestic Exports 527 440 679 646 
Re-Exports 224 139 77 140 
Trade Balance (Deficit) 2494 2455 2030 1932 
Workers Remittances 1085 1108 1235 1019 
Grant Aid (3) 1066 816 723 803 
Current Account Deficit 335 388 270 253 
Balance of Payments -177 138 -180 47 
Foreign Exchange Reserves and External Debt (in millions of USD) 
Comm'] Bank Foreign Assets (4) 737 883 919 1018 
Cent'l Bank Foreign Assets (5) 1059 1046 723 569 
Other Foreign Assets (6) N/A 78 284 390 
External Public Debt (7) 1771 2227 2479 2664 
Exchange Rate USD/JD 2.84 2.75 2.60 a 
Central Government Public Finance (in millions of JD) 

Domestic Revenues 362 400 413 435 
Foreign Receipts (3) 265 274 247 396 
Recurring Expenditures 443 454 485 542 
Capital Expenditures 251 252 244 277 
Internal Debt Outstanding 278 314 343 374 
Money and Banking (in millions of JD) 

Money Supply (M1) 788 869 878 848 
Money Supply (M2) 1403 1615 1758 1875 
Commercial Bank Deposits 1170 1398 1603 1747 
Commercial Bank Credit 887 1031 1185 1134 
Production (in thousands of tons) 

Phosphate 4391 4746 6213 6067 
Fertilizer 116 302 541 Sil 
Potash 15 283 486 908 
Cement 788 1269 2026 2023 
Petroleum Products 2464 2499 2511 2424 
Industrial Index 1983=100 95 100 120 123 
Agricultural Index 1975=100 240 227 250 N/A 
Construction (1000 M2) 3123 3010 2945 2210 
Electricity (million Kw/h) 1387 1700 1967 2154 
Price Indexes 

Cost of Living (1980=100) 116 122 126 130 
Wholesale (1979=100) 129 135 137 139 
Share Price (1978=100) 208 168 134 127 
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ES: Does not include the West Bank. (2) Current values adjusted by 
official Cost of Living Index. (3) Mostly Arab grant aid but includes US, 
UN and private assistance. (4) Includes assets of commercial banks and 
other financial institutions. (5) Includes gold, SDR's, foreign exchange 
and IMF position. (6) Central Bank credit to foreign countries, principally 
Iraq. (7) Includes Governinent guaranteed debt but not debt incurred for 
puchase of oil or military equipment. SOURCE: The Central Bank of Jordan, 
Monthly Statistical Bulletin, Vol. 22 No. 6, June 1986. 





SUMMARY 


Jordan is a small country making the most of its limited resources and 
markets. Despite the substantial development which took place in the 
private sector during the last decade, Jordan has been heavily dependent 
upon Arab aid to the public sector to finance imports and investment. 
Workers’ remittances, the export of manufactured and agricultural goods, and 
the provision of trade and transport services to neighboring countries, 
chiefly Iraq, constituted additional sources of growth. With the recent 
decline in external income and the growth of the domestic economy, there has 
been a lessening of Jordan's dependence on the Gulf. Responding to the 
decline in external income, Jordan has managed to reduce aggregate demand to 
levels consistent with its reduced external income and moderate levels of 
external borrowing. Nevertheless, Jordan's declining foreign exchange 
reserves and rising external debt restrain future growth prospects. 


During the next two years, Jordan will have to continue to adjust to lower 
amounts of external income as the indirect result of lower oil and 
investment income in the Gulf. Among the economic difficulties which will 
have to be faced are Jordan's declining foreign exchange reserves, the 
government budget deficit, the accumulation of Iraqi debt, the state of the 
major industrial and business enterprises, and unemployment. Offsetting 
these difficulties will be a government which will continue to implement new 
measures to activate the economy, a private sector which is anxious to 
assume a greater role in the region, a well-educated and highly motivated 
work force which has proven its ability to adapt to changing conditions, and 
an adjustment in real wages which should improve Jordan's competitive 
position. As a result, Jordan faces a period of both challenges and 
opportunities--challenges to respond to continuing changes in its external 
environment and opportunities to restructure its economy on a more stable 
basis for future growth. 


MAKING THE MOST OF LIMITED RESOURCES 


Jordan is a small country with limited natural resources. Of a total land 
area of nearly 9.7 million hectares, less than 10 percent is arable, and the 
effective use of even this amount is restricted by water shortages. 

Rainfall is low and highly variable, and much of Jordan's available ground 
water is expensive to use and non-renewable. Jordan has no forests or known 
coal deposits, and with few water resources, its hydroelectric potential is 
extremely limited. Jordan remains highly dependent on imported crude and 
fuel oil, and its oil shale and heavy oil deposits are far from exploitable 
at today's production costs. Nevertheless, Jordan is making the most of its 
limited resources. The government has recently signed oil exploration and 
production sharing agreements with international oil companies to exploit 
this potential resource. Through the development of the Jordan Valley, 
Jordan has become an important supplier of fruits and vegetables to the 
Gulf. Jordan does possess large quantities of phosphates, potash and 
limestone, and total exports of these and their derivative commodities 
reached USD 341 million in 1985. 





These resource constraints are compounded by limited domestic, regional and 
international markets. The small size of Jordan's population and its 
inability to export to the West Bank make it difficult to achieve economies 
of scale in industry and agriculture in the domestic market. Past and 
present political disputes with and among Jordan's natural trading partners 
in the Levant also restrict regional trade and development. In addition, 
Jordan's distance from other markets and the high value of its currency make 
it difficult for the country's exports to compete on the international 
markets. Despite these limitations, Jordan has been able to exploit its 
strategic location. As a result of the Gulf war, Jordan has become a major 
entrepot for the transport of goods to and from Iraq. Due to its location 
East of the Suez Canal, Jordan's phosphate, diammonium phosphate fertilizer, 
and potash industries have been able to take advantage of lower 
transportation costs to dominate the South and East Asian markets for these 
commodities. 


A further constraining factor is Jordan's high population growth rate, the 
product of both the natural population growth rate, estimated at 3.7 
percent, and large immigrations following the several Arab-Israeli 
conflicts. Given these circumstances, Jordan has had to concentrate on the 
development of its human resources. In the process, it has had to move from 
what was a pastoral and agricultural economy to a labor-exporting service 
economy. Fortunately for Jordan, this transition coincided with a period of 
high oil prices and rising incomes in the Gulf. The result was an 
unprecedented influx of workers' remittances, Arab aid, export income, 
tourist receipts and transport revenues from the Gulf market during the late 
1970's and early 1980's. This, in turn, stimulated the development of the 
domestic economy, particularly in services and construction. 


DYNAMICS OF RECENT GROWTH 


Despite the very substantial development which took place in the private 
sector during the last decade, Jordan has been heavily dependent upon Arab 
aid to the public sector to finance imports and investment. Indeed, the 
stimulus of expanding government expenditures and workers' remittances have 
been the chief sources of growth for the Jordanian economy. During the 
period 1981-1985, government consumption and infrastructure investment 
accounted for 42 percent of GNP, while workers' remittances accounted for 
another 23 percent. Government infrastructure investment and the investment 
of workers' remittances in housing spawned an important construction 
industry. As a result, government services (including defense) and 
construction have been the chief sources of domestic job creation, 
accounting for over 64 percent of estimated employment growth and 32 percent 
of the increase in real GDP between 1975 and 1985. 





The export of manufactured and agricultural goods as well as the provision 
of trade and transport services to neighboring countries, chiefly Iraq, 
constituted additional sources of growth. During the period 1981-1985, 
exports of goods and services averaged 35 percent of GNP. The sectors 
generating this income (agriculture, mining, manufacturing, trade and 
transportation) made a far more important contribution to income growth, 
accounting for 53 percent of the increase in real GDP between 1975 and 1985, 
than employment growth, 33 percent. This difference reflects, in part, the 
capital intensive nature of many of the investments made during the boom 
years of the last decade. Because of the high levels of Arab aid and the 
country's relatively liberal import policies, Jordan's recent growth was 
achieved with a manageable rate of inflation and a stable currency. In the 
absence of large amounts of Arab aid to finance additional investment, 
future income and employment growth will have to depend on smaller, less 
capital intensive investments with greater reliance on the private sector. 


DECREASING DEPENDENCE ON EXTERNAL SOURCES OF INCOME 


With the recent decline in external income and the growth of the domestic 
economy, there has been a lessening of Jordan's dependence on the Gulf. 

This transition began in 1982 with the decline in Arab aid from a peak of 
USD 1,197 million in 1981 to a low of USD 592 million in 1984. This decline 
was followed by a more recent decline in recorded workers’ remittances from 


USD 1,235 million in 1984 to USD 1,019 million in 1985, and in exports to 
the Gulf from USD 327 million in 1984 to USD 307 million in 1985. Taken 
together, Arab aid, recorded workers’ remittances, and exports to the Gulf 
declined from 56 percent of GNP in 1981 to 42 percent in 1985. 


This decrease in Jordan's dependence on the Gulf continued in 1986. While 
Jordan may receive additional Arab aid before the end of the year, total 
known Arab aid to date is slightly below the 1984 low of USD 592 million. 
Jordan is also unlikely to receive a Saudi oil grant in 1986, as was the 
case in 1984 and 1985. While recorded workers’ remittances to Jordan 
increased during the first half of 1986, this was largely due to the 
collapse of several of Jordan's largest money changers and a shift toward 
the remittance of funds through banks, i.e. from unrecorded to recorded 
remittances. Total recorded and unrecorded remittances for the year will 
probably decline. Exports to the Gulf during the first half of 1986 also 
declined, particularly to Saudi Arabia and Iraq, and this trend is expected 
to continue through the end of the year. 





ADJUSTMENT TO REDUCED EXTERNAL INCOME 


Responding to the decline in external income, Jordan had managed to reduce 
aggregate demand to levels consistent with its reduced external income and 
moderate levels of external borrowing. Nevertheless, Jordan's declining 
foreign exchange reserves and rising external debt constrain future growth 
prospects. In an effort to cover its growing central government deficits, 
created by the decline in Arab aid, Jordan expanded domestic revenue 
collection during the past several years and slowed the growth of government 
expenditures. Largely as a result of these measures and the external 
factors described, real GDP growth declined from the double digit levels of 
the late 1970's to 2.8 percent in 1985. Despite a rapid increase in public 
expenditures in the first half of 1986, the contraction in other sectors of 
the economy is expected to lead to zero real GDP growth in 1986. With an 
estimated population growth rate of 3.7 percent, per capita GDP growth is 
now in its third consecutive year of decline. 


As a consequence of lower growth and a decline in the value of the U.S. 
dollar, imports decreased by 2.4 percent ia 1985. This more than offset the 
4.9 percent decline in exports, resulting in a marginal improvement in 
Jordan's trade balance from a negative USD 2,030 million in 1984 toa 
negative USD 1,932 million in 1985. Thanks to the unexpected increase in 
Arab aid in 1985, the current account deficit decreased to USD 253 million 
in 1985. In the capital account, an increase in foreign borrowing was 
accompanied by a reduction in public sector outflows, including principal 
payments on foreign debt, leaving Jordan with a capital account surplus of 
USD 349 million. With a lower current account deficit, a higher capital 
account surplus, and a lower net errors and omissions of USD 49 million, 


Jordan's overall balance reversed from an estimated negative USD 180 million 
in 1984 to a positive USD 47 million in 1985. 


To finance the current account deficits that have emerged since 1980, Jordan 
has both drawn down its foreign exchange reserves and expanded its external 
borrowing. Jordan's Central Bank convertible foreign exchange reserves 
decreased sharply from USD 1,403 million in 1980 to USD 569 million in 

1985. However, Jordan's total reserves--Central Bank reserves, Central Bank 
claims on Iraq, and the net foreign assets of commercial banks and financial 
institutions--increased from USD 1,773 million in 1980 to USD 1,977 million 
at the end of 1985. At the same time, Jordan's external public debt 
(excluding military debt) more than doubled from USD 1.2 billion at the end 
of 1980 to USD 2.9 billion at the end of 1985, equivalent to roughly one 
half of GNP. Because of the limited scale of Jordan's past borrowing, 
Jordan's debt service ratio remains comparatively low, with reported 
principal and interest payments constituting only 12 percent of earnings 
from exports, workers' remittances and other services. 





JORDAN'S THIRD FIVE YEAR PLAN 


The principal targets of Jordan's Third Five Year Plan for 1986-1990 include 
maintaining an average real GDP growth rate of 5.1 percent, beginning with 
3.0 percent growth in 1985 and ending with 6.0 percent growth in 1990; 
creating 97,000 new jobs in addition to the replacement of 50,000 foreign 
workers with Jordanians; decreasing consumption from 11l percent of GDP to 
99 percent; increasing domestic revenues from 80 percent of recurrent 
expenditures to 100 percent; reducing the deficit in the balance of trade in 
goods and services from 36 percent of GNP to 21 percent; furthering Arab 
economic integration; and distributing development gains throughout the 
regions to achieve more balanced growth. The Plan's 5.1 percent average 
real growth target, given a projected population increase of 3.7 percent per 
year, means per capita GDP is slated to grow by 1.3 percent annually. 


Compared to the Second Plan, the growth targets of the Third Plan are 
dramatically scaled down. Nonetheless, many of the Third Plan's investment 
and growth targets rest on questionable resource flow assumptions. In the 
face of lower oil and investment income, it is not certain that Arab donors 
will continue to extend grant aid at their 1984-1985 levels as projected. 
Similarly, the stabilization of workers' remittances at the 1985 level is 
doubtful. In addition, growth in merchandise exports may be difficult to 
attain, given the recession in neighboring Arab markets and the continuing 
decline in international commodity prices. 


Third Plan assumptions about domestic resource mobilization are also open to 
question. Despite notable increases in domestic revenue collections, the 
Government did not achieve its Second Plan target of covering current 
government expenditures with domestic revenues. In light of this 
performance, the Third Plan's target of expanding domestic revenues to cover 
current expenditures by 1990 appears overly optimistic. Total population 
growth is also likely to exceed the official estimate of 3.7 percent per 
year. Natural population growth plus unusually high levels of net 
immigration caused by returning workers from the Gulf could push total 
population growth to in excess of four percent. This, in turn, could have a 
negative impact on the expected growth in per capita income. In sum, the 
government is unlikely to garner the financial resources needed to implement 
its planned investment program, and, unless private sector investment picks 
up the slack or external government borrowing is increased, the level and 
pattern of growth projected in the Third Plan are unlikely to be obtained. 





THE SHORT TO MEDIUM TERM OUTLOOK 


During the next two years, Jordan will have to continue to adjust to lower 
sources of external income. Whether or not oil prices increase in 1987, 
Jordan will be affected by the delayed, albeit indirect, effect of lower oil 
and investment income in the Gulf. Total workers’ remittances and exports 
to the Gulf are expected to decline, while Arab aid is unlikely to exceed 
this year's level. Other export income, such as revenues from phosphate, 
diammonium phosphate fertilizer, and potash exports, is expected to remain 
constant as the increasing volume of these exports is offset by lower 
prices. Tourism receipts are also expected to decline. The number of Arab 
travelers arriving in Jordan has declined sharply, while Western tourists 
increasingly avoid the Middle East. One possible exception to this general 
trend may be transit revenues, the growth of which would itself be the 
result of lower oil revenues and Iraq's need to increase the volume of its 
crude and other commodity exports through Jordan. Because of this 
convergence of negative external events, Jordan will be forced to continue 
the difficult process of reducing its dependence on the Gulf. 


The most serious economic difficulty which will have to be faced is the 
decline in Jordan's convertible foreign exchange reserves, which at the end 
of August had reached USD 275 million or less than six weeks of imports at 
the average rate of imports for the first six months of this vear. Related 


to this problem is the expanding government budget deficit, expected to 
reach USD 430 million by the end of this year, and the accumulation of Iraqi 
debt, which reached USD 530 million at the end of August. While the recent 
receipt of additional Arab aid and the expected syndication of another 
foreign loan will help to alleviate the foreign exchange and budget deficit 


difficulties in the short term, prospects for the longer term are less 
sanguine. 


Addeda to these difficulties is the precarious state of Jordan's major 
industrial and business enterprises. Most of Jordan's public and 
semi-publicly owned companies are operating at a loss, and many private 
companies are struggling to stay afloat. This is particularly true of 
agricultural, industrial, and construction companies which have been hardest 
hit by the decline in exports to the Gulf and the slowdown in domestic 
construction. Banks and other financial institutions have also been 
affected by both a deterioration in loan portfolios and a collapse in the 
value of real estate, which constitute most of their loan collateral. 
Finally, there is a problem of growing unemployment, as the growth of the 
labor force, estimated at six percent per year, exceeds the growth of the 
domestic economy, which is not expected to expand in 1986. With the 
shortage of new employment opportunities in the Gulf, some Jordanian 


officials expect unemployment to reach as high as 20 percent by the end of 
this decade. 





Despite these difficulties, there are a number of positive elements working 
in Jordan's favor. These include a stable political system and a government 
which is sympathetic to the needs of the private sector. During the past 18 
months the Government has implemented a range of measures to reactivate the 
economy. These measures include tax incentives to encourage exports; 
facilities for export financing; the negotiation of bilateral trade and 
counterpurchase agreements; new laws to attract foreign companies, and 
especially Arab investors; and consolidation of weak industries and 
financial institutions. 


More recent economic decisions include a new government investment program 
involving additional spending of USD 369 million over a two year period ; a 
series of new financial regulations to enhance Jordan's role as a regional 
financial center and attract foreign capital; plans for the privatization of 
a number of public organizations to promote the role of the private sector; 
and the establishment of a new economic consultative council under the 
chairmanship of the Prime Minister with the objective of reactivating the 
economy and coordinating the activities of the public and private sectors. 
How the above investment program will be financed and what the effect of the 
consequent higher aggregate demand on Jordan's balance of payments position 
will be have not been explained. 


There are also a number of possible developments which could radically 
change Jordan's short to medium term outlook. The most important of these 
would be an end to the Iraq-Iran war, although it would probably result ina 
decline in Jordan's transit revenues. Reconstruction in Iraq would provide 
employment opportunities for Jordan's growing work force, construction 
contracts for Jordan's recessed construction industry, and a large and 
growing market for the export of Jordanian goods and services. An end to 
the war would also end the drain on Gulf resources, a drain which has 
increasingly affected the flow of Arab aid to Jordan. Other possible 
developments include the recovery of international oil prices to their 1985 
levels, the domestic discovery of significant quantities of oil and a 
negotiated settlement to the Arab-Israeli dispute. 


In the absence of any of these external developments, Jordan will have 
little choice but to continue the economic transition already begun in 
1981. Positive elements in this difficult transition will be a government 
which will continue to implement new measures to reactivate the economy, a 
private sector which is anxious to assume a greater role in the region, a 
well-educated and highly motivated work force which has proven its ability 
to adapt to changing conditions, and an adjustment in real wages which 
should improve Jordan's competitive position. As a result, Jordan faces a 
period of both challenges and opportunities——- challenges to respond to 
continuing changes in its external environment and opportunities to 
restructure its economy on a more stable basis for future growth. 





IMPLICATIONS FOR THE UNITED STATES 


After Iraq and Saudi Arabia, which provide all of Jordan's crude and fuel 
oil imports, the United States is Jordan's third largest trading partner. 
The U.S. is Jordan's leading partner for non-oil trade and may become the 
largest partner overall in the wake of Jordan's recent diversification of 
its crude oil imports. U.S. exports to,Jordan declined from a peak of USD 
727 million in 1981 to USD 299 million in 1984 as a result of cutbacks in 
government spending and the strength of the U.S. dollar. Changing 
conditions in 1985, including a weaker dollar, allowed U.S. exports to rise 
to USD 377 million. U.S. exports held steady during the first eight months 
of 1986 despite a substantial decline in Jordan's total imports. During 
this period, U.S. exports to Jordan were USD 232 million compared to USD 236 
million during the first eight months of 1985. Future U.S. exports may be 
boosted by the lower value of the dollar. At the same time, the Japanese 
and most European currencies have appreciated in relation to the Jordanian 
Dinar, which is pegged to the SDR. 


U.S. exports may also be helped by a number of one-time factors. USAID's 
1985-1987 USD 250 million supplemental aid program for Jordan allocated USD 
160 million under the Commodity Import Program to finance U.S. exports. 
These funds are available for financing the public, semi-public and private 
sector purchase of U.S. goods and services for up to five year terms at 
competitive interest rates. In 1985, the U.S. Department of Agriculture 
introduced its GSM-102 and Export Enhancement programs for Jordan. These 
programs were extended in 1986 and will continue to play an important role 
in supporting U.S. agricultural exports to Jordan. Lastly, the U.S. 
Department of State is scheduled to award the contract for its new chancery 
project in Amman to a U.S. company sometime in early 1987. Many of the 
materials and furnishings specified in the project must come from the U.S. 
Against this background, the best prospects for U.S. sales to Jordan in the 
coming year appear to be in the following areas: electrical power 
generation and transmission, mining and resource exploration, civil 
aviation, land transport, construction and materials handling, irrigation 
systems, telecommunications, water projects, cold storage and 
airconditioning, and health care facilities. 


In the last decade, Jordan has taken on increased importance as a regional 
business center. This trend accelerated following the outbreak of the civil 
war in Lebanon in 1975 and has been further spurred by the Gulf War. Today, 
approximately 60 U.S. companies maintain offices in Amman serving 
local/regional markets. The rapid economic development of recent years has 
also made the capital an increasingly pleasant place to live. In late 1982 
Jordan introduced direct long distance international telephone dialing, and 
the domestic telephone system is being rapidly expanded. Facsimile service 
was introduced in 1985, and direct telex and courier services are 

available. In mid-1983 Jordan's role as a regional air transportation 
center was greatly enhanced with the opening of the new Queen Alia 
International Airport, located 20 miles south of the capital. Alia, The 
Royal Jordanian Airline, has also continued to expand its network and 
services, connecting Amman with most major Middle East cities as well as 
cities in North America, Europe, Africa, and Asia. 
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The answer is all of them. Find out why in Understanding 
United States Foreign Trade Data. 


This 190-page book is the newest aid published by the U.S. 
Department of Commerce to explain the different foreign trade 
classification and valuation systems and other factors that 
complicate the understanding of U.S. foreign trade data. Divided 
into two parts, Understanding United States Foreign Trade 
Data is an invaluable resource for both occasional data users 
and trade specialists who utilize detailed U.S. foreign trade 
data in their day-to-day work. Part | provides an overview of 
U.S. foreign trade data and their uses. Part Il describes various 
data series in detail, explains how to avoid problems when 
using the data, and provides guidance for performing analyses. 
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